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Charles Phillips
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PROCEEDI NGS

MS. LAUGHLIN: Wel conme everyone and
thank you for tuning in to the Defense | nnovation
Board's Summer Public Meeting. M nanme is Colleen
Laughlin, and I amthe executive director and
designated federal officer for the Defense | nnovation
Boar d.

For those in the room please nmake sure
to silence your phones if you haven't. Today's
neeting is being recorded and live streaned to all ow
menbers of the public to attend virtually.

Thank you to DMA for providing their
expert support to this event. The Board will now
begin now begin its public session. And Mke, | wll
now hand it over to you, please.

MR. BLOOMBERG  Well, thank you,
Colleen. And hello to everyone who is watching
online. Thank you call for joining us.

On behalf of ny fell ow board nenbers,
| et me begin by saying that we're all grateful for the
continued opportunity to serve and to support the U S.

service nenbers as they carry out their very inportant
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m ssions in an ever changi ng and dangerous worl d,
where they're risking their lives to protect our
country. We should never forget that.

And t he purpose of our work is to bring
I nnovative, new ideas, and recomendations to help
t hem and hel p the Departnent of Defense | eadership.
Today's neeting is another inportant step, we think,

I n that process, as we release our first official set
of recommendations to the public.

Qur reports, which we'll share with you
in a few nonents, represent the conbination of six
nont hs of work together. Qur board is grateful for
the insights of |eaders fromacross the arned services
and governnment agencies, as well as entrepreneurs,

I nvestors, and contractors.

And | think it's inportant for the
public to know, while we're all -- we've all heard
about the many conpl ex, persistent chall enges of
protecting our national security, we've also seen a
strong readi ness and wllingness to neet those
chal | enges head on, as evidenced by the departnent's

comm tment to working closely with us.
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We've had the opportunity to sit down
with people fromall mlitary ranks and backgrounds,
and we've seen how they are working tirelessly to
sol ve problenms. Qur job is to advise the departnent
and help facilitate nore of the public/private
partnershi ps that we think can support its m ssions.

For exanple, just last nonth, officials
fromthe United States and |India announced a new
initiative during Prime Mnister Mddi's visit here.
That initiative can strengthen defense industry
startups in both our countries, and hopefully, serves
a nodel with nore of the public/private partnerships
that we need to foll ow.

Today our Board's task -- two task
forces will report on our findings in two specific
areas that Secretary Austin directed us to consider.
One, science and technol ogy strategy, and two,
strategic investnent capital.

We' ve asked Mac Thornberry to chair the
former, and WI|l Roper to do the second one, so I'l
ask Mac to update us first on what you and the other

board nenmbers have done. Thank you for your service.
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If you would take it away.

MR. THORNBERRY: Thank you, M.
Chairman. And it's our pleasure to present to the
full board our report titled An Innovation Strategy
for the Decisive Decade.

And first and forenost, | want to
express ny appreciation and admration for the other
menbers you appointed to this task force. To have the
presi dent of a |eading college of engineering, a data
and anal ytics specialist fromindustry who spent tine
I n governnment and also in uniform not to nention a
former chairman of the joint chiefs of staff, was an
i ncredi ble wealth of experience and insights that was
tremendously hel pful.

Each of them as well as our wonderf ul
staff, led by Zac and Elliot, put a lot of time into
this over the last six nonths, talking with all sorts
of folks inside and outside the building. Inside and
out si de governnent, industry, academ a, thing tanks,
tried to draw on the best of the ideas that -- that
are out there.

As you nentioned, we were asked to
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assess the departnment's first ever national defense
sci ence and technol ogy strategy, and assess whether it
met the requirenents of |law, as defined by the FY22
Nati onal Defense and Authorization Act, passed by
congress. And also, whether it aligned with the
nati onal defense strategy.

We did not approach this as a regular
paper sort of exercise. W tried to step back and
say, "Okay. What's the purpose of a strategy and w ||
this one achieve that purpose.”™ And if you think
about it, the purpose of any S&T strategy is pretty
straight forward. |It's to get the very best into the
hands of our war fighters so that they can do the job
that our country asks themto do.

But we -- but they deserve the very
best fromthe whole country, not just a few | abs or
conpanies, the -- the whole nation. Does this
docunment do that? Well, we've got our doubts. Not
that we disagree with any of the objectives or
aspiration that is witten in here, but we also heard
very clearly, and all of us have experienced that

there is a culture that makes it very difficult to
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draw on the best of the whole country to assist and
enabl e our -- our war fighters.

And -- and it resists other attenpts to
nove faster and take non-traditional approaches. As a
matter of fact, it was suggested to us that the
culture of obstructionismw Il not change until it is
explicitly called out. And if we do nothing else in
our report, we want to call out that culture that
resi sts change, resists noving faster, and resists
t aki ng non-traditional approaches.

We think for any S&T strategy to
actually achieve those objectives, you've got to have
three things. One of themis a sense of urgency. And
-- and we have seen that the departnment can nove fast,
but usually it didn't work. So you got to have the
sense of urgency of wartine w thout the casualties of
war. And it's really nore about culture than anything
el se. Where do the incentives |ead you, what's
rewar ded, what's puni shed, and I would suggest that is
a topic that deserves further exploration fromus or
-- or other entities.

So you've got to have a sense of
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urgency, and secondly, you've got to have
accountability to force through countercul tural change
t hrough the system And what really strikes nme is
that there are lots of studies on this topic, and they
all say basically the sane thing. And yet, change
only happens at the margin.

So the problemis not knowi ng what the
probl ens are or knowi ng what to do, the problemis
maki ng the change. And -- and that's where we cane
back to accountability. And ultimately, only the
Secretary and the Deputy Secretary have the authority
within DoD to push through change that is being
resisted at a nunber of levels. And that requires
their personal, persistent, relentless involvenent.

Now, obviously, there's a -- there's a
big role for congress here. There's obviously a role
for the service secretaries, the joint staff, but
wi t hout those top two | eading the way, it's not going
t o happen.

So you've got to have a sense of
urgency, accountability, and third you' ve got to have

the talent. And they are as fundanental here as they
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are anywhere el se. They're our key advantage, and
yet, we nmake it too hard to work in governnent, and
too hard to work with governnent.

One of the key points that was
enphasi zed to us in our session with institutions of
hi gher | earning was that there needs to be a clear,
nore persistent call, to all Americans, to -- to serve
this national security mssion. |t may be in that
uni form or out of uniform It may be in the lab; it
may be out on the front lines. But we have not heard
as nmuch about what's at stake, why it's inportant.
And that's one of the requests -- or one of the
suggesti ons we make in our report.

So |I'mjust saying, M. Chairnmn,
there's a | ot at stake. Qur war fighters deserve our
best, and we have chall enges today in getting them our
best. And -- and that's what | think all of us, and
the departnment, and others need to focus on.

And with that, | would turn to other
task force nmenbers, if they have "inplifications" or
corrections that they'd like to make.

MR. BLOOMBERG  Keeping down on this

TDB Communications
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report it would seem Before we take a vote on it, |
just wanted to thank you and all of the people on your
team for doing the best you can for our country.

We are the nost wonderful country in
the world, but we're always being threatened.
Particularly now, and anything that we can do to help
them do their m ssion and have careers so that they
stay in and keep serving is well worth the effort that
we put in. And I think the public should know we al
feel honored to have been asked to do this and
thrilled to be able to do it.

We need a vote on this, so | would ask
each of you to vote yea or nay.

G | da Bar abi no?

MS. BARABI NO.  Yea.

MR. BLOOMBERG  Susan Gordon?

MS. GORDON: Yea.

MR. BLOOMBERG. M chael Millen, the
former joint -- head of the joint chiefs of staff?

MR. MULLEN: Yea.

MR. BLOOMBERG  Okay. Charles

Phillips?

TDB Communications
913-327-7400



10

11

12

13

14

15

16

17

18

19

20

21

22

DIB Public Meeting July 18, 2023

Page 12
PHI LLI PS: Yea.
BLOOVBERG. W | Roper?
ROPER:  Yea.
BLOOMBERG. Ryan Swann?

SWANN: Yea.

» ® 3 3 3 %

BLOOVBERG. Mac Thornberry, who

better vote yes.

MR. THORNBERRY: Ckay.

MR. BLOOMBERG  Rei d Hof f man?

MR. HOFFMAN:. Yea.

MR. BLOOMBERG WII, it is your turn.

We've finished with the science and technol ogy
segnent. Now you're going to brief us on the
strategic investnent capital side; right?

MR. ROPER: Thanks, Mke. And |I'm
going to start as well by thanking everyone that was
I nvol ved with the study. Charles Phillips, Sue
Gordon, Reid Hoffman, and Warren Katz, who are all of
our task force participants.

| want to thank Colleen and the DI B
staff who had to facilitate a | ot of neetings. W net

with over -- nmet or surveyed 310 different startups,
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64 different venture capitalists, and 56 different

est abl i shed DoD conpanies to really understand a broad
set of perspectives about challenges of DoD acting as
I nvest or.

| also want to thank Joan Hi gby [ ph]
who pointed a provided to help support, and
significantly inmproved the docunent. W wouldn't have
gotten this study done without all of you, so thank
you for that.

So we took our study to nean the DoD
wants to be an investor, it just doesn't know how to
do that. |It's created the Ofice of Strategic
Capital, it wants this to be successful. But we
realized as a teamthat unless we pulled back and
| ooked at the whol e ecosystem around which DoD
i nvest nent takes place, you could create sonething
that's really good, put it into an otherw se bad
system and have it fail

And the term "Valley of Death" canme up
so recurringly in our study, we decided to enbrace it,
and to call our study Terraform ng the Valley of

Death. We systematically wal ked from one side of the
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valley to the other and identified reforns that we

t hought were needed so that conpanies can routinely

get to recurring revenue in the FPS [ph], that's the
goal line that we're trying to reach. And we need a
pl ace for themto start with early stage investnent.
That's the starting |ine.

We need a transparent, predictable
process that can scale investnent from one side of the
valley to the other. And universally, from people
out side of the governnent, investnments, governnent
officials that we talk to, no one believes that the
process that we have today can scale those investnents
and succeed.

And there's a reason to treat this with
a high degree of urgency. There are a |ot of
conpani es and investors that, at really a historic
acne are wanting to work in defense who haven't
before. And if the Defense Departnent does not get
themto recurring revenue, this w ndow may not be
repeated, and this is the decisive decade agai nst
Chi na, so we need to get new conpanies into the

pi peline that are somewhere in between the defense
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I ndustrial base and the commercial industrial base,
t hat doesn't work with us at all. A dual use

I ndustrial base with a process that nakes sense for
t hem

The way we framed our problemis that
there are three conponents of the valley. There's the
i nvest nent side of the valley, where R&D noney is
spent. There's the mddle of the valley that's
currently enpty, and I"'mgoing to get to that in a
second. Then there's the procurenent side of the
valley. That's the big pal mbudget, the big noney
that is spent in defense, but with a | ot of
restrictions and a lack of flexibility.

You -- you have to neke reforns in al
three, or else you can die at any point in the valley.
You either don't get started, you die of dehydration
in the mddle, or there's no fertile ground on the
other side. So you have to do them and if you're not
willing to do all three, you' re not likely going to
achi eve that -- that goal of getting conpanies to
recurring revenue.

So our macro-conclusion is that the

TDB Communications
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DoD s going to have to care about the future
I ndustrial base as nmuch as it does about war fighting
readi ness today.

If it doesn't do that, then it wll
keep defaulting nore and nore to readi ness at the cost
of not grow ng the industrial base, and this w ndow of
opportunity with VCs and startups that could well be
| ost.

So let's start on the investnent side
of the valley. There was a great study we referenced
that we called the Bressler Study. It was by Amanda
and Al ex Bressler, and presented at the Naval Post
Graduat e School's Acquisition Research Synposium |t
had a | ot of great data.

So you m ght ask, "Well, why aren't
conpani es succeeding in the systen?" Well, only 16
percent of conpanies that got an early stage
I nvest ment type contract actually nade it to the next

step of phase 3 that can put theminto procurenent.

Soit's not -- it's not really a high
percentage rate. And if you drill down inside of
that, .53 -- .53 percent of the 4,703 conpani es that

TDB Communications
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were awarded these investnment type contracts dom nat ed
-- where's ny nunber --

MR. THORNBERRY: Ei ght een.

MR. ROPER: Ei ghteen percent of the
entire anount. So .53 percent are taking 18 percent
of the total. And the study by the Bresslers
concludes that this systemis not going to get
conpani es across the valley, and we agreed.

Sone of the system c issues we saw was
not | everaging the total, addressable nmarket potenti al
of the DoD. There's a |lot of overlap between mlitary
needs and commercial ones. That's part of the DoD s
val ue proposition that it's not |everaging.

It's not generating product market fit
via its investnents. A lot of its R& i s spent
conpletely separately fromthe pal m process. And so
j ust because you have an R&D contract doesn't tell you
anyt hi ng about whet her you're noving towards recurring
revenue, and that's harnful for conpanies and
I nvest ors.

The DoD, as a whole, is not tiering its

i nvestnents |ike the private sector does. They go

TDB Communications
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fromC to series AB; the investnents get fewer as they
get bigger because investors are grow ng conpanies
that can go change the world. The DoD does way too
many small investnents that are not capable of grow ng
t hose worl d changers.

We found for every service the research
| ab was an i npedi nent for working with the dual use
ecosystem And though we didn't |ook at reform ng the
| ab, we highlighted as sonething that should be | ooked
at as a follow ng step.

And then across the board, not having
timely and predictable correspondence. Conpanies
don't know when they're going to be told when they're
sel ected or not. So getting a fast no instead of a
very slow nmaybe is desperately needed for conpanies to
pl an for DoD on their growth path.

And generally, not using nodern
devel opnent practice, especially digital ones, cuts
off a ot of conpanies that are working in digital
tech and Al because the DoD hasn't caught up yet with
the -- the internet age, much less the Al age.

We | ooked at all of the innovation
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organi zations, the DIUS, the OSCs, the service
research hubs, and we identified 10 best practices
that we saw, in at |east one of them but that were
not co-located in any one of them Leveragi ng outside
presence, getting outside fence |lines, focusing on
dual use, having non-contractual nechani sns so that
you're not falling inside the far.

Training, staffing, and equi pping for
the m ssion, across the board, the innovation m ssion,
was under resourced. |It's the passionate few that
were trying to do this on behalf of their nmuch | arger
organi zation. That passionate few was getting --
getting burned out.

Rapi d contracts and paynents,
public/private investnment matching. W can pool
fundi ng together as a way to show a conpany it can be
successful in defense, as well as in the comerci al
ecosystem

There just wasn't enough. There were
exanples of this, but it is not the way the DoD does
busi ness as a whole. And in sone cases, authority was

| acking. It was either granted or |acking. Were it
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was granted, the results were nuch better.

User centricity, getting users and
devel opers together alnost always |led to great
results. And finally, risk taking culture. \Were it
exi sted in places |ike special operations command, the
results, creativity, and innovation were nmuch better.

You can probably guess, our
recommendation really centered on taking these 10 best
practices and just centering themin every
organi zation. |If it worked for one, everyone wll
have the sane playbook. And the DoD needs to
standardi ze its correspondence process with industry
so they can be on the critical path. [If it doesn't do
this, it's just going to be this -- this wildcard for
conpanies. And that's not going to make DoD an
I nvest nent partner of choi ce.

We | ooked at DIU and OSC. We were very
supportive of both organizations. W think they need
enpower nent. They need a strategic role that works in
a conmplinmentary way with the services, and we outline
sone i deas about how to do that in our report.

And so, you know, the investnent side

TDB Communications
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of the valley, the noney is there. There's 1.7
billion in early stage investnent type funds, plus the
30 sonething billion in the research | ab. The noney
is there, there's just not the want to. There
certainly isn't the process if the want to is there to
make wi nners in a systematic and sustai nabl e basis.
The mddle of the valley is where
things were interesting. There's nothing there. You
go fromR&D into the palm and that doesn't work
because R&D really funds a portfolio of companies on
an al nost yearly basis. And the palm at best, is a
t wo-year process, often a three- or four-year process.
And so if you go into a year of
execution with a portfolio of conpanies, you don't
know whi ch ones are going to succeed, how do you
possi bly palmfor then? You're left with this awkward
situation of trying to find noney to keep themalive
or having them go back to their -- their private
i nvestors, not knowing if there's a future check, and
especially a recurring one.
So we recomended an oasis of funding

be put in the mddle of the valley so that if you are
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a successful prototype, and a service is nmaking a good

faith commtnent to put you into the palm there is a
| i ne of accounting that does a couple of things.

Get you funding so that you're not
worried about, you know, payroll and things of that
nature. It allows you to keep productizing, so that
you' |l be nore successful going into the palm It
sends a clear signal to private investors that these
are going to be the winners this year in the DoD
market, and it al so provides congress a neans of
oversi ght.

You' re not asking for a blank check;
you're telling them every year we've got 20 or 30
conpani es and a handful of themare going to be the
w nners that are going to go into this fund. So
you're not overseeing in a progranmatic way, the way
that the palmis, but you can oversee it a portfolio
way, at a portfolio level, that we thought was
accept abl e.

Wthout it, the msmatch in timng in
bet ween R&D and procurenent and service contracts in

the palmis never going to |l et a conmpany across the
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valley with a high degree of confidence. And we'll
find the bones of a | ot of great conpanies right there
in the m ddl e because there wasn't any way to keep

t hem al i ve.

And finally, on the procurenent side of
the valley, that's been |l ooked at a lot. And it's
bei ng | ooked at both from acquisition reforns, from
t he PPDE process. W echo many, many of those
recommendations. And I'll highlight a few that we
t hought were -- were inportant for fixing and
terraform ng the valley.

Produci ng headquarters oversi ght across
the board is so hard to nove at the pace of industry
because the tine gets taxed and a thousand little cuts
that do not make the governnent capable of working at
i ndustry speed. Tech scouting and market research are
j ust absent across the board because prograns are
funded late and with staffs that are smaller than they
need to be, they don't have time to go survey the
wor| d of technology the way that |ike a major investor
woul d.

This was a role we felt DI U could

TDB Communications
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especially help with being on the front |ines,
bringing a | ot of great conpanies into the departnent
and exposing themto services. One of the ones |
worked with during my time in the air force did cone
fromD U they found themfirst and took themto the
next -- the next |evel.

| T"s got to be treated differently.
Your digital conpanies are not going to be able to
transition to normal DoD prograns because we don't
have anything like the internet. And we've got to
adopt nodern industrial practices, or else our
I ndustry base will diverge fromthe one that's, you
know, serving the rest of them

So these -- these are inportant because
I f you don't change these things then there's no place
for industry to go. They could productize, but it
won't end up being for us. They'll end up going out
and trying to be successful on the commercial market
and | eave us behi nd.

So if you put these together, it's
really doable. There's a lot to be done, but there's

not a lot that we've said that's outside of DoD s
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authority. If it nmakes the investnent side of the
vall ey | ook nore |ike private investnment, where it's
tiered, it places big bets. Where there is

conmuni cation that conpani es can depend on, we should
expect it to be successful. |It's often the first
nover and it controls its market to a high degree.

If there was a pl ace those successf ul
conpanies could go to that signals they're the w nners
that are going to be going into the palm and there
was sonmeone to manage those conpani es and that noney,
then you'd get the benefit of DoD noney and
I ncentivizing private investnent to cone in to scale.

Finally, if you don't nake the
procurenment side of the valley nore receptive for
conpani es that are transitioning across, great, you
build a product that there's no place for you to go.
So prograns are going to have to be nore frequent in
their opportunities, or else these generationa
prograns are not going to be well timed for many
conpanies. And if you mss that boat, the next one's
30 years | ater

So all told, those were our findings,
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our recommendations and we put a lot of the things we
didn't get to, but we thought were good ideas in the
appendi ces as a potential for future study itens. And
again, | really enjoyed doing the study, enjoyed all
the participants. And | hope the conclusions are
valuable to the Departnment and to the Secretary.

MR. BLOOMBERG W1, thank you, and
Mac, thank you. You've done such a great job that
we'll lean on you to do another study. That's the
ni cest conplinment we can pay.

We have to take a vote on this, so |

ask each nmenber to say yea or nay.

G | da?

MS. BARABI NO.  Yea.

MR. BLOOMBERG  Sue?

MS. GORDON: Yea.

MR. BLOOMBERG M ke?
MR. MJULLEN: Yea.

MR. BLOOMBERG  Charl es?
MR. PHILLIPS: Yea.

MR. BLOOMBERG WII?

MR. ROPER: Yea.
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MR. BLOOMBERG. Ryan?
MR. SWANN:  Yea.
MR. BLOOMBERG  Mac?
MR. THORNBERRY: Yea.
MR. BLOOMBERG  Rei d?
MR. HOFFMAN:  Yea.
MR. BLOOMBERG  Fabul ous. Thank you

both for your hard work and for the comm ttees that
didit all. And these are the recommendati ons to the
Pent agon. The studies are done at the request of the
Secretary of Defense, and |'msure he will use themto
make this country better and safer.

Let us talk for a few seconds about our
next set of tasks. Colleen, wll you share nore
I nformati on about the next priorities with the Defense
| nnovati on Board, otherw se known as DI B, as well as
any public comments that we have received?

MS. LAUGHLIN: Absolutely. Absolutely.

So thank you so nmuch, board menbers. So today the

studies we voted on, we'll be neeting with the
secretary here. | know sone things have shifted, so
our board neeting will be a little shorter than we
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anti ci pat ed.

But al ready tal ki ng about | owering
barriers to innovation mapping incentives. | know
that had come up nunerous tinmes, | think in both
reports. And then also in sonme of the conversations
and briefs you received today really focusing on
regenerative Al, |arge | anguage nodels, Al DA, that
underpins all of that. So I think there's a | ot of
I ssues that will be right, also talent. Education and
tal ent we know i s sonething too, that was brought up
in all of these.

So, M. Chair, as we go and speak with
the Secretary here in a bit, | think those will be
some of the -- virtual connectivity interruption --
and we'll be well postured to deliver them

Wth that, | will read -- we did
receive public comments. | will read through a few of
them here. W don't need to respond to them W wl
be posting these online, of course.

So the first one was, "Can we pl ease
tal k about inplenmentation ideas for these two

studies.” So if you guys want to get out the report,
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there's a |lot of great information. And so you
mention the appendices, but | don't know if there's
anything el se you want to?

MR. ROPER: W try to be very, | nean
havi ng served in government nyself, there's sone
recommendati ons you can i nplenment and sonme you can't.
W try to be focused within the bounds of the possible
t hi ngs that the services and that the Secretary of
Def ense can go do.

There are only a couple of tinmes that
we created |like a recommendation around how to |ike
source the noney for the oasis fund in the m ddl e of
the valley where we said, "well, you could fund it a
variety of ways." Sonme are directly within the
departnment's control; others are potential |egislative
change requests from congress.

But as a whole, we scoped the study to
be i nplenmentable. It doesn't nean it won't be
painful, it's going to cut against everything.

Cul turally, process-w se, budget-wise in this
building. But I -- 1 think we felt |ike doing that

was nore inportant than doing it perfectly on a clean
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sheet of paper because there is this w ndow of
opportunity with investors from conpani es.

The DoD finds thenselves | acking as a
partner, who knows when this will inprove.

MS. LAUGHLIN: Okay. | know with your
study culturalismis a big theme around. Do you have
sone ideas on inplenentation?

MR. THORNBERRY: | would just say, one
of the points we nmade in our report was that as DoD
| ooks to inplenment an inplenentation plan for the S&T
strategy, that it be as unclassified as possible so
that the bright |ight of public opinion and help with
the accountability and the urgency that we call for.

There has been sone talk to make it al
classified, and that would renmove it fromthat sort of
personal scrutiny we discussed.

M5. GORDON: The other thing that |'d
add is is that I'm so heartened by the collective
recognition of the nmoment and the attention of all the
parties to do sonething to nove us forward.

You know, Colleen, you nentioned next

studies. | think sonme of the good opportunities we
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have is to take sone of the recommendati ons fromthe
first two studies and | ook at some of the
practicalities. Because oft tines there's an

i npedance m smatch bet ween processes that have been
devel oped for good reason, but are inadvertently

| npedi ments to doing sone of the things.

So | think one of the opportunities we
have with this next set of studies is to take those
and | ook at the nore nmundanities that actually can
i npede the progress we intend.

MR. HOFFMAN: |Is nundanities a word?

M5. GORDON: It just becane one, sir.

MR. LAUGHLIN: The second comrent here,
"Thank you very nmuch for your work in hel ping DoD in
its digital transformation. |'m curious where you see
the priority over placing | egacy systens, relative to
produci ng nodern systens as a player?"

MR ROPER: Well, since |I've lived it,
" m happy to - |I'mhappy to take a stab at it. But |
mean, it's really hard getting new progranms. That
goes back fromthe -- how there can be conpeting

i deas, nmenbers of congress, there are al ways conpeti ng
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i deas here in the building, even within the sane
servi ce.

Just a lot of -- a lot of conpetition.
And | think that that plus funding things late to
need, which doesn't give you any tinme for new i deas
and opportunities because you don't have the risk
tol erance, so you go back. It -- it puts this
fl ywheel spinning where we kind of build sonething
that's a little bit better version of what we had
before. That's all that we have tinme to do.

And because it's so difficult to get
things into the palm we keep things |onger than we
should. And in sone cases, is stretches to like a
generation where people are flying the sane airpl anes
that their -- their parents flew, even their
grandparents flew. WelIl, that's not going to keep us
up with China, so we felt that if you didn't treat the
expiration date of a platformas inportantly as the
day it has like its initial operational capability
decl aration, then we're going to keep defaulting to
generational progranms and that's just a | osing

strategy.
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How -- how does that happen? You' ve
got to be wiling to fight. You' ve got to be willing

to make it inportant. That's the only thing that

changes anything in this building. It doesn't change
because you rework or create a different process. It
changes because | eaders are willing to carry the

message and fight for change. No other solution to
that other than putting the calories into the fight.

M5. GORDON: | still think there's a,
you know, Mac nentioned in this study the inpact of
culture. And we talk a | ot about risk and risk
managenent. | think one of the things you have to
start deciding, are you going to take the risk with
the present or are you going to take the risk with the
future? And here to for, we tend to take risk with
the future. Right?

That is -- so we find everything we're
doing to conpletion, and we try and achi eve the future
with the rest, with what's left over. And | think
that m ndset has to change. So | think that's an
el emrent of what you tal ked about, is that's a --

that's a big concept and it's hard because the machine
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Is designed to assure. But it really is sonething
we're going to have to invest because if you do
everyt hi ng you' ve been doing and try and change with
the remai nder, you just won't get there. Just won't
do it.

MR. MULLEN:. We -- we actually allow
the Secretary of Defense -- executioner. And that's
an execution. Those are huge jobs. You have to
prioritize. But at the core of it is to change the
culture in every aspect of this, not -- not just you

do the S&T, or the grunt work of casualti es.

As |l ess they do that, we'll keep doing
nore -- we'll do -- we'll figure out down the road, we
get down the road, we'll fund the here and now. And

we won't be able to make the change.

You just have -- you have to have
| eadership, which is really good, give you perm ssion
to take risks, quite frankly, and not punish them when
they mss the target. That -- if they do that over a
period of time that will be infectious, you know. And
ot her people wll figure it out.

That will also bring nore innovators in
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here --

UNI DENTI FI ED SPEAKER: Yeah.

MR. MULLEN: -- and into the -- into
the community at large. And the opposite. The
opposite is true as well. |If you don't do that,
certainly the innovators aren't going to show up. The
smal | conpanies with great ideas aren't going to show
up, and in many cases don't know because that risk
tolerance is so low, in that, you know, they're
willing to stay riskless. It's so |low and the
bureaucracy wins tinme and tinme again.

So this is what |'ve always worried
about with these -- not just these studies, but
studies at large, is with great ideas in them and
t hese do but, you know, will the |eadership be able to
actually take them prioritize them and -- them up
That's really critical

M5. GORDON: Yeah, it always was.

MR. ROPER:. Two -- two cases, maybe
nore than that, that when for an innovation in an
organi zati on, that when the | eaders change and top

cover changed, their ability to do m ssion, you know,
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when from hero to zero.

MR. HOFFMAN:  Yeah. Yeah.

MR. ROPER: You know, having | eaders
that are not just, you know, good managers, and
operators, and efficient types keep the train running
on tinme. You know, you al so have to concede to build
the airplane while you' re naking the trains run. And

| think that's one of the biggest risks for all of

this is we'll get |eaders who are for this and are
risk takers, and then we'll get elite -- because you
can't have perfect |eaders, not in -- not in
governnment, and there'll be changes.

It only takes one or two that are m s-
timed to put things on ice. And | don't know how we
fix that other than asking congress to make it this
i nportant when they confirm people.

MR. PH LLIPS: | would say in addition
to the culture changes and process changes, we need to
make it easier for conpanies to interface with the
DoD. We talked to a |lot of conpanies, | forget how
many now, but that was a consistent thing that there

are lots of different buying points, lots of different
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procurenment organi zations, different formats, and it's
just difficult to navigate the ecosystem and know
where to start, how to get to, and nmuch | ess answer
what are they looking for, plus priority. And so
there's no clear way to get started. And so a |ot of
peopl e, the "navigationable" that it puts off sone
startups as too risky to do business.

You had two that the RFPs, the
proposal s, the response needed is so conplex up front
it's a high cost just to respond to try to get in the
gane. And so | do think a lot of qualified people
just decide to | ook el sewhere.

So what they asked for was sinplicity,
Is there a way to get a single starting point? Lots
of organi zations -- innovation organizations in DoD,
we just can't track themall. |Is there a way to
aggregate that in a portal or somewhere for us to
navi gate this oursel ves?

Expressed a clear need and then sone
consi stent funding. To your point, once we get
started that there's sonething on the other side of

this if we actually are successful. So | guess sone
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sort of client service, custoner service aspect to
this. People want to know how do | do business wth
the DoD in a way that nmakes sense for a conpany ny
Si ze.

MR. MULLEN: Can we talk a little bit
about what you find, this is what | would call the
fate of startup in the ecosphere is the timng of our
decisions in the building versus the timng of when
t hey need capital, when they have to namke deci sions
and how di sconnected that it seens to me that it
really is?

MR. ROPER: It's the -- the noney in
the | aboratories and the SBIRS, Small Business

| nnovati ve Research, which you know, 1.7 in the

| atter, 30 sonme odd billion in the fornmer. It's
pretty -- pretty flexible. 1It's there every year.
It's --it's maintained by congress, it's wel
supported. It was way to peanut butter. It's like

the DoD investnent was just C series A And there's
no one that's going to producti ze.
Now, the services, and |'d say

obviously I was there. But you know, part of what we
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did at the air force, and they contained is tiering
the investnent so that you can -- you can get really
small, entry level, to sone | arger prototyping things

to sonme bigger contracts that can be as big as 60

mllion that will |let you productize. Although, you
can't productize everything for 60 mllion. There
wll still be gaps there. And that was as big as you

could get by |aw

What we found is even if you did all of
that and got it right, okay. So we're comng into
this year, let's say we take 10 big bets each year as
a departnment. W got 10 conpanies; we don't know
whi ch ones are going to succeed. How you do palmfor
t hat ?

You can't put it inlike aline item
by type, by conpany, 'cause you don't know who's goi ng
town. And if you have to go back and fund them out
of R&D, there's only so nuch resource you can get.

Now, you're not keeping your flywheel spinning.

So we really thought that this is a

case where we need sonething to bridge between. \Were

we can tell congress, this isn't a blank check. It's
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one of these 10 conpanies and we'll conme tell you
whi ch one succeeded and why.

And when we put theminto the oasis
account, which is a little rem nder that the valley's
barren in the mddle, it would tell those conpanies
you're noving towards the palm It may not tell them
at a hundred percent confidence, but it's certainly
better than being in R&D

It tells private investors, "Oh, this
is a good investnent." |It's |ike a Good Housekeepi ng
seal of approval and still gives oversight. Now,
where to find the funding, right? There are several
di fferent mechani sns, noneys' al ways hard.

But if there were only one thing to be
done, like that's sonmething that has to be done if you
ever want to have a startup to say, "Hey, | won a big,
recurring revenue contract. | was in a process |
understood, | knew which phase | was in, and | knew
when the next decision would be."” Those deci sion
gates don't exist in any formal way. So you're
basically having to get a Ph.D. in DoD to try to have

any noney fromit.
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I f wal king down the hall to the
acqui sition undersecretary, there's a huge slide of
t he DoD acquisition systemat the J system You know,
that's all docunented. There's nothing like that for
-- for innovation. There needs to be, and it needs to
be radically sonething.

MS. LAUGHLIN: Okay. We'll | ook at
this here, one |ast question. "Wat does the future
of U S. national security |look |like between public and
private partners?"

MR. HOFFMAN: Shared responsibility.

MR. ROPER: Yeah. It has to.

MR. MULLEN. |If you're not sharing,
your absolutely not -- in terns of neeting the needs
of generating technol ogies and getting out to the war
fighters; right? 1 think if not grow ng, or not
allowing it to grow or making it grow, whatever the
right ternms is, then that inpairs. It just has to be.

MS. GORDON: | -- | think -- | think
it's both parties value propositions are inportant and
have to recognize the responsibility and -- and

certainly the digital environnment kind of obliterated
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sone boundaries, made the private sector part of the
threat surface. Qur adversaries and conpetitors
certainly realize what a great strength of Anerica and
her allies and our partners are. So | just -- it has
to grow. It has to be faster; it has to be seanl ess.
It has to cone froma shared perspective of val ue.

MR. SWANN: | think it also, building
on the point, | think it also -- it has to increase
froma tal ent perspective --

MS. GORDON:  Yes.

MR. SWANN: Right? From a people
under st andi ng our culture, understanding their
culture. The -- the sharing of ideas to kind of get
t hrough the peopl e, process, technol ogy of the built
inall to me, that's going to deliver capability. So
it's definitely got to grow. Definitely got to
evol ve.

MS. BARABI NO. "1l just add to that,
| i ke an enabler for all of those things to happen
shoul d be a conpelling narrative that w aps around
that, to tie in the mssion to bringing the best

talent to understand the inportance to all of us. The
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nati onal security and what cones out of national
security for the benefit of society, basically.

MR. ROPER:. Gl da, during your tech
years, what would be your nessage today to students?
After your tinme during the |ast six nonths, have you
found a good nugget while you' ve been here that we can
use?

MS. BARABI NGO Yeah. | actually have
been thrilled by have the activity just stay here
because what's really clear, the -- the young people
In particular want to make a difference in society.
They want to use their education in inportant ways.
And for the young people to see that to be innovative,
to use technology in creative ways, they could use
their education that way in service of their country.
In service of society and humanity.

And that's why | was bringing up the
part about the conpelling narrative because many tines
our young people don't see that. W can help them see
how t hey can be contributors to their education and
the i nportance of technol ogy and innovati on.

And we need all the ideas comng from
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everywhere. So this time here to see that and to see
the wealth of opportunities in national security, to
use those creative mnds and innovative ways of

t hi nki ng and doi ng has been really exciting.

M5. LAUGHLIN: Reid, we haven't
forgotten about you if you had any thoughts or
coment s.

MR. HOFFMAN: OCkay. Well, I nmean, | --
a strong plus one to a nunber of the comments that
have been nmade. And, you know, | think this is just
reiterating sonme of the excellent things that have
been said, but it's -- we both have, you know, a
number of, you know, amazing people that we've had the
honor and the pleasure of interacting within the DoD.

And you know, people who are, you know,
commtted to, you know, having a kind of a health
I nnovation culture. But it's inportant, obviously, to
make sure that we continue to, you know, do things
that are a little unnatural, |ike take innovation
ri sk, experiment with things that may or may not work
i n order to discover the right one.

I, you know, it's been an honor to be
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part of this process.

M5. LAUGHLIN: M. Chair? [I'Ill turn it
over to you.

MR. BLOOMBERG Col |l een, thank you.
And to our viewers, thank you for tuning in. W hope
you find the results informative and agree with them
And you can certainly wite in, we |love to have
comments, no matter how good a job our two comm ttees
did. Even they will admt, we can always add to that.

| also want to say one thing that we
can't forget, that we do have the npbst conpetent,
dedi cated, mlitary in the world today. Qur objective
is to make them even better and to make them be able
to continue to keep us safe.

We appreciate that they devote their
careers, and in sone cases, even their lives to
| etting us enjoy what is wonderful about Anerica, and
giving us the freedomto, while we enjoy what's
wonder ful about Anmerica, to work internally and eve
make Anmerica better for everybody.

It is the country where | grew up in,

and |'m enornmously proud of it. M daughters wll
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live here for the rest of their |ives, grandchil dren.
And | just wanted to say, on behalf of all of the
commttee here, thank you. And | think a nice thing
m ght -- everyone could do is as you wal k down the
street and you see sonmebody in a mlitary uniform a
gui ck one- handed handshake or a fist bunp and j ust
say, "Thanks for keeping us safe,” m ght be
appropri at e.

So thank you and we have our next
neeting in the fall

MS. LAUGHLIN: Yes, we do.

MR. BLOOMBERG See you then.

M5. LAUGHLIN: All right. Thank you.
And with that, this nmeeting is adjourned. Thank you
very nuch.

(Wher eupon, the neeting concluded at

2:47 p.m)
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CERTI FI CATE OF DEPGSI TI ON OFFI CER

I, SHONDRA DAWSON, the officer before whom
t he foregoing proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat the proceedi ngs were recorded by ne and
thereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
said proceedings are a true and accurate record to the
best of nmy know edge, skills, and ability; that | am
nei t her counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that | amnot a relative or enployee of
any counsel or attorney enployed by the parties
hereto, nor financially or otherwise interested in the

outcone of this action.

Shondra Danrson

Shondra Dawson
Notary Public in and for the

Commonweal th of Virginia
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CERTI FI CATE OF TRANSCRI BER

|, BERNADETTE SAMBRANO- PRATTI, do hereby
certify that this transcript was prepared fromthe
digital audio recording of the foregoing proceeding,
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